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This  adult  instructional  unit  in  Family  Lav  has  "been  developed 
to  meet  the  growing  need  for  classroom  and  reference  materials 
addressing  broad  contemporary  legal  issues  of  practical  concern 
to  Montana  citizens.   This  unit  is  designed  to  be  utilized  by 
teachers  and  county  extension  agents  in  furthering  the  know- 
ledge and  understanding  of  adults  in  their  respective  comm\inities . 

This  Family  Law  material  can  only  realistically  accomplish  the 
following  goals: 

1.  Provide  class  participants  with  an  ability  to  identify 
legal  problems  with  sufficient  lead  time  to  permit 
utilization  of  appropriate  planning  strategies  in  seeking 
solutions; 

2.  Acquaint  class  participants  with  the  basic  legal  frame- 
work within  which  economic  and  social  decisions  are 
made  and  activities  are  carried  on; 

3.  Instill  in  class  participants  the  need  for  persistent 
examination  of  the  facts  in  every  problem  situation, 
accepting  or  assuming  only  that  justified  by  critical 
inquiry ; 

h.      Develop  in  class  participants  an  appropriate  mindset  and 
objective  decision-making  ability  to  effectively  function 
in  the  presence  of  uncertain  and  emotional  situations. 

One  cannot  expect,  as  a  goal  of  this  unit,  to  develop  the  abilities 
sufficient  to  yield  confidence  in  one's  own  legal  problem-solving 
ability.   Rather,  such  a  lonit  should  enhance  one's  awareness  of 
the  need  for  legal  counsel. 
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As  much  of  Family  Law  reflects  life  itself  and  offers 
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DISCLAIMER 


This  publication  is  designed  to  provide  accurate 

AND  authoritative  INFORMATION  IN  REGARD  TO  THE 
SUBJECT  MATTER  ADDRESSED.   It  IS  PROVIDED  WITH  THE 
UNDERSTANDING  THAT  THE  AUTHOR  AND  PUBLISHER  ARE  NOT 
ENGAGED  IN  RENDERING  LEGAL.  ACCOUNTING.  OR  OTHER 
PROFESSIONAL  SERVICE.   If  LEGAL  ADVICE  OR  OTHER 
EXPERT  ASSISTANCE  IS  REQUIRED.  THE  SERVICES  OF  A 
COMPETENT  PROFESSIONAL  SHOULD  BE  SECURED. 


—Declaration  of  principles  jointly  adopted  by  the 
American  Bar  Association  and  a  committe  of  publishers 
and  associations. 
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AG  LAW  ADULT  UNITS 


Unit :   Consumer  Law 

Lesson  No.  1;  The  Law  and  the  Consumer 

Need; 

Sometimes,  consumers  feel  the  business  person  has  the 
upper  hand.  This  is  not  so.  There  are  many  laws  and 
regulations  that  protect  the  American  consumer.  One  must 
remember  that  the  consumer  has  responsibilities  also. 
Often  when  problems  do  arise,  they  are  the  result  of  a 
lack  of  understanding  on  the  consumer's  part. 
Understanding  how  the  consumer  is  protected  will  help  the 
buyer  be  a  wiser  shopper  and  help  avoid  conflicts. 

References: 


Arbetman,  McMahon  &  0' 
in  Practical  Law, 


Brien,  (1980),  Street  Law;  A  Course 
(2nd  Ed.),  West  Publishing   Company, 


St.  Paul,  Minnesota. 

Furlong  and  McMahon,  (1982),  Consumer  Law;  Competencies  in 
Law  and  Citizenship,  West  Publishing  Company,  St.  Paul, 
Minnesota. 


Lesson  Objectives; 

1.  Following  instruction,  reading,  and  individual  study,  the 
students  will  be  able  to  show  their  understanding  of 
consumer  law  by  correctly  reacting  to  pseudo  or  personal 
situations  in  which  they  might  be  involved  as  consumers. 

2.  Without  aid  of  references,  the  students  will  be  able  to 
define  the  following  terms: 


a.  consumer 

b.  contract 

c.  caveat  empta 


d.  cease  and  desist  orders 

e.  consent  orders 

f.  restitutions 

g.  class  actions 


Interest  Approach; 


Ask  the  students  to  suggest  laws,  rules,  regulations,  etc. 
which  they  think  are  designed  to  protect  the  consumer. 
Have  them  describe  how  they  feel  they  benefit  the 
consumer . 


Lecture/Discussion 


Procedure  &  Content 


How  do  the  federal  laws 
protect  the  consumer? 


Some  Montana  laws 
protect  the  consumer 


A.  Consumers  are  protected  in  3 
ways . 

1.  Prohibits  unfair  or  mis- 
leading trade  practices 
such  as  false  advertising, 
unfair  pricing,  and  mis- 
labeling . 

a)  Certain  important  in- 
formation must  be 
listed  on  most  products 
offered  for  sale. 

2.  Sets  standards  for  the 
quality,  safety,  reliabil- 
ity, and  sale  of  many 
goods  and  services. 

a)  Legal  action  can  be 
taken  against  seller. 

b)  The  federal  government 
can  ban,  seize,  or  pre- 
vent the  sale  of  harmful 
products. 

3.  Procedures  and  agencies 
have  been  established  to 
enforce  consumer  laws  that 
provide  assistance  for  the 
consumer . 

A.  The  state  laws  are  often 
similar  to  those  in  the 
Federal  Trade  Commission  Act. 

1.  Unfair  and  deceptive  trade 
practices  violate  state 
law. 


B.  Montana  laws  allow  the  con- 
sumer to  bring  complaints  into 
state  court  and  before  state 
agencies . 

C.  State  laws  allow  the  appro- 
priate officials  to  halt 
illegal  practices. 

D.  State  laws  give  government  the 
power  to  stop  unfair  and  de- 
ceptive practices  through; 


Lecture/Discussion 


Procedure  &  Content 


1.  Making  consumer  fraud  a 
crime  subject  to  fine  or 
imprisonment . 

2.  Enforcing  cease  and  desist 
orders. 

3.  Preparing  consent  orders. 

4.  Establishing  a  procedure 
for  restitution. 

5.  Helping  consumers  prepare 
class  action  law  suits. 


Does  local  law  protect 
the  consumer? 


Some  cities  and  counties  have 
more  extensive  laws  to  protect 
the  consumer.   Some  examples 
would  include  inspection  of 
restaurants  for  health  hazards 
or  declaring  certain  trade 
practices  illegal. 


Application; 


Have  the  students  search  through  recent  newspapers, 
magazines,  etc.  for  articles  that  discuss  or  describe 
disputes  between  consumers  and  business  persons.  Ask  the 
students  to  indicate  how  the  various  consumer  laws  affect 
the  buyer  and  the  seller. 


AG  LAW  ADULT  UNITS 

Unit ;   Consumer  Law 

Lesson  No.  2;   Protecting  Yourself  as  a  Consumer 

Need; 

There  are  thousands  of  items  on  the  market  that  each  of  us 
wish  we  could  buy.  There  are  many  people  trying  to 
convince  us  that  we  should  buy  whether  we  need  the  item  or 
not.  As  consumers,  we  sometimes  feel  we  are  at  the  mercy 
of  the  seller.  We  are  not  if  we  are  properly  informed. 
Knowing  what  information  to  look  for,  when  to  look  for 
such  information  and  where  to  look  for  such  information 
will  enable  us  to  be  assured  we  have  made  good  purchases. 

References; 

Arbetman,  McMahon  &  O'Brien,  (1980),  Street  Law:  A  Course 
in  Practical  Law,  (2nd  Ed.),  west  Publishing  Company, 
St.  Paul,  Minnesota. 

Furlong  and  McMahon,  (1982),  Consumer  Law;  Competencies  in 
Law  and  Citizenship,  west  Publishing  Company,  St.  Paul, 
Minnesota. 

Lesson  Objectives; 

After   successfully  completing  this  lesson  and   the   activities 
associated  with  it,  a  student  will  be  able  to; 

a.  Read  and  interpret  the  description  of  a  consumer  product. 

b.  Identify  key  sources  of  information   to   learn  about   a 
product. 

c.  Describe  the  terms  of  a  sale. 

d.  Identify  key  things  a  consumer  should  know  about  a  seller. 

e.  Describe  an  effective  way  to  follow  through  on  a  complaint 
about  a  product. 

Interest  Approach: 

Ask  the  students  if  they  can  describe  "impulse  buying". 
After  the  class  understands  the  concept,  ask  them  to  tell 
when  they  were  involved  in  impulse  buying  and  describe  the 
outcome  of  their  purchase.  Compare  the  positive  and 
negative  outcomes. 


Lecture/Discussion 


Procedure  &  Content 
A.  Some  words  of  caution: 

1.  Don't  make  large  purchases 
"on  impulse". 

2.  Learn  all  you  can  about 
what  you  are  going  to  buy. 

3.  Set  time  aside  to  do  some 
comparison  shopping. 

4.  Look  for  other  products 
that  may  serve  the  same 
purpose. 

5.  Consider  purchasing  from 
merchants  in  your  area. 

A.  After  you  have  selected  a 
good  or  service  there  are 
still  some  questions  to  ask. 

1.  Discuss  the  questions  on 
OH-1. 

A.  The  price  is  important  but 
there  is  probably  some  more 
important  information  to  know. 

1.  How  does  it  operate/work? 

2.  HOW  long  will  it  last? 

3.  How  do  I  take  care  of  it? 

4.  Are  there  potential  hazards 
or  special  safety  features? 

5.  Where  can  I  obtain  repairs 
and  maintenance  service? 

6.  Will  repairs  and  mainten- 
ance service  be  costly? 

7.  Are  there  any  guarantees? 

B.  There  are  a  number  of  places 
to  get  help  in  answering  these 
questions . 

1.  Trade  magazines. 


So  you  feel  you  have  to 
buy  something. 


Are  you  sure  you  are 
buying  what  you  need? 


Look  at  every  product 
carefully. 


Lecture/Discussion 


Procedure  &  Content 


What  about  the  seller? 


Understand  the  terms 
of  the  sale. 


2.  Consumer  publications  and 
reports . 

3.  Dealers  and  manufacturers. 

4.  Friends  and  neighbors. 

A.  Always  consider  the  seller's 
reputation  for  honesty  and 
reliability. 

1.  What  is  their  policy  for 
returns  and  refunds? 

2.  Do  they  give  cash  refunds 
or  credit  toward  future 
purchases? 

3.  Will  they  replace  a  defec- 
tive product  at  no  addi- 
tional cost? 

B.  Service  and  repairs  are 
extremely  important, 
especially  when  involving 
large  purchases. 

1.  What  is  the  seller's 
attitude? 

2.  will  you  get  prompt  service? 

3.  Will  you  get  courteous 
service? 

C.  Locating  information  on  the 
seller . 

1.  Friends  and  other  people  who 
have  dealt  with  the 
business . 

2.  Local  consumer  groups. 

3.  Chamber  of  Commerce  or 
Better  Business  Bureau. 

A.  The  terms  of  a  sale  become 
very  important  when  making 
large  purchases. 

1.  Know  the  total  price  of 
the  purchase. 


Lecture/Discussion 


Procedure  &  Content 


2.  Are  there  any  hidden  costs 
or  conditions? 

3.  Will  the  delivery  be  free? 

4.  What  is  the  actual  interest 
rate? 


The  purchase  is  complete 
and  I  have  a  problem. 
Now  what  do  I  do? 


5.  Is  there  a  guarantee  and 

if  so,  how  long  does  it  last 
and  under  what  conditions  is 
it  valid? 

6.  Is  the  final  price 
reasonable? 

B.  Shop  around,  remember  compari- 
son shopping  saves  money  and 
helps  you  make  the  best  pur- 
chase. 

A.  Remember,  if  you  do  have  a 
problem  with  a  purchase,  re- 
main cool  and  persistent. 

B.  First,  contact  the  seller. 

1.  Try  to  contact  the  seller. 
Often  a  face-to-face  dis- 
cussion or  telephone  call 
will  clear  up  problems  or 
misunderstandings. 

2.  Provide  the  seller  with  the 
necessary  information. 

a)  Identification  of  item, 
date  of  purchase,  des- 
cription of  how  problem 
arose,  and  what  you  want 
done. 

b)  Collect  all  pertinent 
papers  and  sales 
receipts.  (Keep  a  photo- 
copy of  everything.) 

3.  Be  polite  but  firm. 

a)  If  you  get  the  run 

around,  follow  up  with  a 
written  request  to  the 
owner  or  manager. 


Lecture/Discussion 


Procedure  &  Content 


Application 


b)  Be  sure  and  keep  a  copy 
of  all  correspondence. 

c)  Describe  any  other 
measures  you  plan  to 
take. 

4.  If  the  seller  still  refuses 
to  help  you,  consider: 

a)  Contacting  the  manufac- 
ture . 

b)  If  it  is  a  chain  store, 
write  to  the  corporate 
headquarters.   Be  sure 
to  give  them  all  the 
details . 

5.  If  you  are  still  dissatis- 
fied, contact  the  Montana 
Consumer  Council  and  the 
local  Better  Business 
Bureau. 

6.  Review  the  complaint 
process  using  OH-2. 


Have  each  student  select  one  particular  item  they  would 
like  to  purchase  that  could  be  purchased  from  two  or  more 
businesses  in  the  community.  Ask  them  to  identify  where 
the  item  could  be  purchased  and  then  prepare  a  brief  paper 
describing  why  they  made  the  purchase. 


Vocabulary  List  and  Terms; 

impulse  buying 
comparison  shopping 
hidden  costs 
Better  Business  Bureau 
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4.   If  all  YOUR  EFFORTS  FAIL  AT  THE  STORE  LEVEL,  TAKE 
YOUR  COMPLAINT  TO  THE  CONSUMER  PROTECTION  AGENCY  OR 
OR  TO  THE  SMALL  CLAIMS  COURT. 


AG  LAW  ADULT  UNITS 

Unit ;   Consumer  Law 

Lesson  No.  3;   Understanding  Sales  Practices 


Need 


As  long  as  there  are  products  to  sell  there  will  be 
different  sales  techniques  used.  The  bottom  line  for 
sales  people  is  to  get  people  to  buy  a  product. 
Naturally,  salespersons  want  to  make  their  product  sound 
good  and  often  include  incentives  as  part  of  the  package 
We  are  also  bombarded  with  T.V.  and  radio  advertising 
designed  to  change  our  attitude  towards  a  product.  There 
are  laws  and  rules  which  protect  the  consumer.  if  we 
understand  the  selling  process  and  some  of  the  approaches 
used,  we  will  feel  more  confident  in  saying  "yes"  or  "no". 


References : 


Arbetman,  McMahon  &  O'Brien,  (1980),  Street  Law:  A  Course 
in — Practical  Law,  (2nd  Ed.),  west   PubTishlng   CmFIFany, 
St.  Paul,  Minnesota.  t-  -? ' 

Furlong  and  McMahon,  (1982),  Consumer  Law:  Competencies  in 

Ii^w — and  Citizenship,  west  Publishing  Company^  sT. Paul, 

Minnesota. 


Lesson  Objectives: 

After   successfully  completing  this  lesson  and   the  activities 
associated  with  it,  a  student  will  be  able  to: 

a.  Describe  what  to  do  if  there  is  a  consumer  problem. 

b.  Identify   and   recognize  examples  of   deceptive   sales 
practices. 

c.  Describe  an  appropriate  procedure  to  follow  in  dealing  with 
door-to-door  sales. 

d.  Evaluate  various  types  of  advertising. 

Interest  Approach: 

Have  some  of  the  students  role  play.  Have  a  student 
assume  the  role  of  a  door-to-door  sales  person  who 
attempts  to  sell  another  student  (consumer)  a  product  that 
IS  not  too  popular.  Following  a  few  minutes  of  "selling", 
discuss  the  techniques  used  and  the  end  result. 
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Lecture/Discussion 
General  comments. 


Procedure  &  Content 


Dealing  with  the  door- 
to-door  sales  person. 


Referral  sales  and 
contests. 


A.  Most  sellers  are  not  out  to 
deliberately  deceive  the  con- 
sumer or  follow  unfair  sales 
techniques. 

B.  Occasionally,  unfair  methods 
are  used.  The  buyer  must  be 
able  to  recognize  when  he/she 
IS  being  deceived. 

A.  Most  door-to-door  sales  per- 
sons are  honest  and  offer 
quality  products. 


B, 


There  are  some  things  to 
beware  of: 

1.  Someone  who  uses  high 
pressure  tactics. 


2 
3, 


The  smooth  talker. 

The  sales  person  who  won't 
take  "no"  for  an  answer. 

The  sales  person  who  will 
do  anything  for  a  sale. 


C.  So  you  do  sign  an  agreement 
or  contract  and  find  out  it 
IS  not  what  you  want,  then 
what? 

1.  You  can  cancel  the  con- 
tract. 

a)  A  consumer  has  3  days 
under  Montana  law. 

b)  Notify  the  company  in 
writing  that  you  wish 
to  cancel  the  contract. 

2.  The  door-to-door  sales 
person  is  required  by  the 
FTC  to  tell  you  about  your 
right  to  cancel  and  put  it 
in  writing. 

A.  There  are  a  number  of  times 
when  you  should  be  cautious. 
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Lecture/Discussion 


Procedure  &  Content 


The  impact  of  advertising 
on  the  consumer. 


1.  When  you  can  save  money  by 
referring  the  sales  person 
to  other  customers. 

2.  When  you  get  something  free 
with  an  additional  purchase. 
Nothing  is  ever  free! 

A.  Advertising  can  change  the 
normal  behavior  of  a  consumer. 

1.  The  purpose  of  advertising 
is  to  influence  individuals 
to  someone's  way  of  thinking. 

2.  The  public  is  told  over  radio 
and  shown  on  T.V.  how  to  eat, 
dress,  travel,  shop  and  how 
to  always  look  young  and  feel 
healthy. 

B.  Remember,  there  is  a  beneficial 
side  to  advertising  for  all  of 
us. 

1.  To  learn  about  products  that 
are  on  the  market. 

2.  To  provide  useful  information 
about  products. 

3.  To  provide  information  about 
services  that  are  available. 

4.  So,  what  do  we  need  to  be 
aware  of  relative  to  adver- 
tising? Beware  of: 

a)  Vague  claims  that  mislead 
customers . 

b)  Ads  that  create  a  desire 
for  a  product  that  is  not 
really  needed. 

c)  Ads  that  appeal  to  the 
consumer's  emotions  with- 
out providing  factual  in- 
formation . 

d)  Ads  based  on  the  seller's 
opinion . 

e)  Statements  that  tend  to 
mislead  about  an  important 
fact  concerning  the  pro- 
duct . 
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VJhen  it  is  all  said  and       A.  Have  you  ever  been  seduced  or 
done,^what  is  the  con-  influenced  by  legal  adver- 

sumer's  biggest  problem?         tising  into  buying  something 

you  really  didn't  need  or  want? 

If  so,  watch  out  for: 

1.  Ads  for  products  that 
benefit  the  family,  mother- 
hood, country  or  wealth. 

2.  Ads  associated  with  sex 
appeal. 

3.  Ads  with  the  bandwagon 
approach . 

4.  Ads  with  the  celebrity 
approach. 

5.  Ads  using  chains  of  author- 
ities . 

6.  Ads  which  stress  "seeing  is 
believing" . 

7.  Ads  whose  products  make  you 
laugh  and  feel  good. 

8.  Use  OH-1  to  illustrate  the 
point. 

Bait  and  switch.  A.  This  approach  is  often  used  if  a 

What  is  it?  sales  person  wants  to  "talk 

down"  another  advertised  pro- 
duct . 

1.  Sometimes,  sales  persons  are 
given  a  higher  commission  on 
the  more  costly  items. 

2.  It  is  possible  the  items  ad- 
vertised may  not  even  be  in 
stock. 

3.  The  seller  has  the  advantage. 

a)  You  are  already  in  the 
store  and  want  the  item. 

b)  You  may  be  unsatisfied  with 
the  bait. 

c)  You  are  then  more  likely  to 
purchase  a  more  expensive 
item. 

lit 


Lecture/Discussion 


Procedure  &  Content 


I  don't  have  time  to 
shop;  I  will  order  the 
item. 


Repairs  &  estimates, 


A.  A  common  approach  is  to  receive 
an  offer  of  an  item  in  exchange 
for  subscriptions  or  memberships. 

1.  Their  free  items  almost  always 
require  the  purchase  of  some- 
thing else. 

2.  Often  a  catalog  is  sent  on  a 
monthly  basis  with  a  pre- 
selected purchase  item.  Unless 
one  takes  some  action  to 
cancel  the  order,  the  items 
will  be  delivered. 

3.  Although  not  illegal,  the 
process  may  be  expensive  and 
inconvenient . 

A.  Repair  work  can  become  costly  so 
beware  of  some  simple  principles. 

1.  Ask  the  repair  shop  for  a 
written  estimate.  In  some 
places  it  is  required. 

2.  Free  estimates  may  be  free 
only  if  the  consumer  agrees 
to  have  the  particular  shop 
make  the  repair. 

3.  Ask  the  repair  shop  to  save 
and  return  all  used  and  re- 
placed parts. 

4.  Be  very  careful;  if  you 
refuse  to  pay,  a  repair 
shop  may  place  a  lien  on 
the  repaired  item. 

5.  Summarize  by  using  OH-2. 


Application: 


The   following  ads  are  commonly  seen  on  T.V. 
carefully  and   answer  the  following  questions, 
technique   or   aspect  is  being  used?    2)   What 
information   is  missing?   3)  To  whom  is  the  ad 
appeal? 


Read   them 

1)   What 

important 

trying   to 


a.  "Don't  wait  until  your  house  burns  down.  Buy  Homeowners 
Insurance  now". 
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b.  "Nine  out  of  ten  doctors  recommend,  'Super  Strength' 
Pain  Reliever" . 

c.  "Going  out  of  Business!  Bargains  galore!  Everything  at 
By  George's  clothing  for  men  is  priced  to  sell.  Come  in 
early  while  there  is  a  good  selection". 

d.  "Be  the  first  farmer  in  your  neighborhood  to  own  the 
new  Big  Bud  Tractor". 

Have  the  students  add  some  more  ads  to  the  list. 


Vocabulary  List  and  Terms; 

deceptive  practice 

corrective  advertising 

puffing 

bandwagon  approach 

celebrity  approach 

bait  and  switch 

lien 
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OH-1 


t      WHEN  LOOKING  AT  t 

X    AN  ADVERTISEMENT  t 

t  YOU  AS  A  X 

X     CONSUMER  MUST  X 

t    LEARN  TO  SEPARATE  t 

X    THE  PRODUCT  BEING  X 

1     ADVERTISED  FROM  t 

T     THE  CHARACTERS  X 

X         AND  IMAGES  X 

t     PRESENTED  IN  THE  f 

^  AD.  ^ 

■*••- -<<P^  hW»- -Hih- -••»- hW»- H#K- -^iK- -^K- H*^ 


OH-2 

■jB^     ^f^     ^ft^ 


t     ADVISE  ON  HAVING  t 

X         LARGE  ITEMS  t 

1  REPAIRED  1 

T  1.  Become  generally  fahiliar  vutk  how  such  things  as  "r 

-■^        CARS  AND  MAJOR  APPLIANCES  OPERATE,  -iA»- 

Hl|lt.  2.  Ask  for  an  estimate  from  several  repair  shops  but  .^ 

T      beware  of  the  offer  of  a  free  estimate.  J 

Y  3.  Demand  and  keep  an  itemized  written  estimate  of  the  ' 

■^*-  cost  of  repairing  an  item.  "*Y*" 

■^m-  4.  Insist  that  all  repairs  not  listed  on  the  estimate  -^S*- 

A       sheet  be  made  only  after  you  have  been  contacted.  J. 

X  ^'  Ask  that  all  replacement  parts  that  are  used  be  saved  a 

t"  and  returned  upon  completion  of  the  repair  job.  "T*" 

•*^  18  -*®»- 

•^^- -^WH- ^fr- -^!»- HTO^ -^l*- hBK- H»- HBh- HB|t- -^^ 


FAMILY  LAW  ADULT  UNITS 


Unit ;   Consumer  Law 

Lesson  No.  4;   Contracts  and  Warranties 

Need: 

Smart  consumers  utilize  contracts  and  warranties  to 
protect  themselves  from  unfair  sales  practices.  These 
documents  should  spell  out  the  details  of  the  sale  both 
for  the  seller  and  the  buyer.  A  "hand  shake"  may  be  a 
quick  way  to  close  a  sale  on  an  expensive  item,  but  it  can 
be  a  risky  way  to  do  business.  Learning  the  simple 
features  of  contracts  and  warranties  could  save  you  as  a 
consumer  hundreds  of  dollars.  Contracts  and  warranties 
are  becoming  a  part  of  our  daily  lives. 


References; 

Arbetman,  McMahon  &  O'Brien,  (1980),  Street  Law;  A  Course 
in_  Practical  Law,  (2nd  Ed.),  West  t>ublishing  Company, 
St.  Paul,  Minnesota. 

Furlong  and  McMahon,  (1982),  Consumer  Law:  Competencies  in 
Law  and   Citizenship,   west  Publishing   Company,   St. 
Paul,  Minnesota. 

Lesson  Objectives ; 

After   successfully  completing  this  lesson  and   the   activities 
associated  with  it,  a  student  will  be  able  to: 

a.  Define  a  contract  and  a  warranty. 

b.  List  the  basic  rules  about  contracts. 

c.  Describe  the  results  of  a  broken  contract. 

d.  Distinguish  among  the  different  types  of  warranties. 

Interest  Approach : 

Have  a  copy  of  a  contract  and  warranty  for  the  students  to 
look  at  and  read.  Ask  them  to  look  for  differences 
between  the  two  documents.  Have  them  express  their 
feelings  about  oral  agreements  as  apposed  to  a  contract  or 
a  warranty. 
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Lecture/Discussion 


Procedure  &  Content 


What  is  a  legal  contract? 


What  are  the  elements 
of  a  contract? 


A.  An  agreement  where  two  or  more 
persons  agree  to  exchange 
something  of  value. 

1.  A  contract  legally  binds  a 
person  to  what  is  promised. 

2.  One  party  promises  to 
deliver;  a  second  party 
promises  to  pay. 

3.  If  one  party  does  not  carry 
out  their  part  of  a  con- 
tract, the  second  party  can 
go  to  the  court  for  help. 

4.  To  protect  yourself,  you 
need  to  understand  how  a 
contract  is  formed,  how  it 
affects  your  rights. 

A.  To  be  legally  binding,  a  con- 
tract must  have  certain 
elements . 


Can  minors  enter  into  a 
contract? 


1.  There  must  be  an  offer  by 
one  party  and  an  accep- 
tance by  a  second  party. 

2.  The  two  parties  must  meet  a 
mutual  agreement  ("meeting 
of  the  minds" ) . 

3.  There  must  be  an  acknow- 
ledgement of  consideration. 

4.  All  persons  entering  into  a 
contract  must  be  legally 
competent . 

5.  The  action  described  by  the 
contract  must  be  legal. 

6.  Review  OH-1. 

B.  Remember,  as  a  consumer  don't 
be  too  quick  to  enter  into  a 
contract . 

A.  Even  though  a  minor  can 

usually  enter  a  contract,  they 
cannot  be  forced  to  carry  out 
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the  promises  made.  They  may 
also  cancel  the  contract  or 
refuse  to  pay. 

1.  In  most  cases,  they  must 
return  the  goods  still  in 
their  possession. 

B.  Why  such  a  rule?  To  prevent 
their  being  taken  advantage  of 
because  of  age. 

C.  Disadvantages:  Minors  have  a 
difficult  time: 

1.  Getting  credit. 

2.  A  minor  usually  needs  some- 
one to  cosign. 

3.  The  adult  cosigner  is  res- 
ponsible for  making  pay- 
ments if  a  minor  backs  out. 

D.  Other  considerations. 

1.  A  minor  may  be  held  to  con- 
tracts which  involve  neces- 
sities such  as  food. 


How  do  written  &  oral 
contracts  differ? 


2.  Generally,  once  a  minor 

reaches  maturity,  they  can- 
not cancel  the  contract  and 
return  goods. 

One  can  be  involved  with  both. 
However,  certain  kinds  of  con- 
tracts must  be  written  to  hold 
up  in  court.  Examples  of  writ- 
ten contracts  include: 


1.  Sale  of  land;  sale  of  real 
estate,  sale  of  goods  worth 
$500  or  more;  agreements  to 
pay  another  persons  debt; 
agreements  requiring  more 
than  a  year  from  the 
original  date  of  agreement. 

B.  The  law,  regardless  of  type  of 
contract,  favors  a  written 
contract . 
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What  is  a  warranty? 


1.  Better  protection  for  both 
parties . 

2.  The  court  accepts  the  con- 
tract as  an  agreement. 

A.  A  promise  made  by  a  seller 
concerning  the  quality  or 
performance  of  goods  offered 
for  sale.  There  are  two 
types. 

B.  Express  warranty. 

1.  A  statement,  written,  oral 
or  by  demonstration,  con- 
cerning the  quality  or  per- 
formance of  goods  offered 
for  sale  (example:  the 
transmission  of  this  car 
will  not  need  repair  for 
50,000  miles) . 

a)  An  expressed  warranty  is 
created  through  the 
demonstration  of  a  pro- 
duct. 

b)  Beware  of  "puffing"  in 
advertising.  This  does 
not  constitute  a 
warranty. 

2.  What  can  the  consumer  do  if 
a  warranty  is  breached? 

a)  Cancel  the  contract,  re- 
turn the  item  and  get 
your  money  back. 

b)  Sue  the  business  for  the 
damages . 

c)  Demand  a  product  that 
conforms  to  the  warranty. 

3.  What  is  meant  when  the  pro- 
duct has  a  full  warranty? 
Use  OH-3. 

C.  Implied  Warranty:  an  unwritten 
standard  of  quality,  required  by 
law,  of  a  product  offered  for 
sale.  There  are  three  types: 
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1.  Warranty  of  merchantability: 
the  item  sold  is  of  at  least 
average  quality  for  that  type 
of  item. 

a)  A  saw  must  saw;  a  roller 
skate  must  roll. 

b)  Implied  unless  express- 
ly disclaimed  by  seller. 

c)  Does  not  apply  to  casual 
sellers . 

2.  Warranty  of  fitness  for  a 
particular  purpose:  A  sales 
person  indicates  an  item  will 
meet  a  known  purpose. 

a)  The  sales  person  must  be 
aware  of  the  purpose  for 
which  the  product  is  going 
to  be  used. 

b)  You  tell  the  sales  person 
you  want  a  water  proof 
watch.  You  wear  it  in  the 
shower  and  it  leaks.   The 
warranty  is  defective. 

3.  Warranty  of  title:  sellers 
are  held  to  the  promise  that 
they  own  the  item  offered  for 
sale. 


D. 


What  is  meant  by  a 
disclaimer? 


a)  Seller  must  own  an  item  to 
transfer  title. 

b)  The  warranty  of  title  has 
been  broken  if  a  person 
knows  an  item  has  been 
stolen . 

Usually  a  buyer  has  the  right  to 
return  an  item  if  an  implied 
warranty  or  promise  is  broken. 
They  may  cancel  a  contract  or 
demand  a  refund  or  replacement. 


A.  This  is  an  attempt  to  limit  a 
seller's  liability. 

1.  Implied  warranties  are  us- 
ually disclaimed  by  including 
the  words  "with  all  faults" 
or  "as  is". 
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Applications: 


B.  An  expressed  warranty  cannot 
disclaim  or  modify  any  implied 
warranty  during  the  effective 
period  of  the  written  warranty. 

C.  Disclaimers  are  sometimes  used 
to  limit  the  consumer's  remedy. 
An  example  could  be,  "the  seller 
shall  not  be  liable  for  injury 
to  person  or  property". 

D.  Remember,  if  you  carefully  in- 
spect items  before  making  the 
purchase,  the  implied  warranty 
will  not  apply  to  those  defects 
that  should  have  been  discover- 
ed during  the  inspection. 
Inspect  an  item  carefully  for 
defects . 

E.  Remember  to  read  all  instruc- 
tions before  operating  an  item 
and  follow  these  directions.  If 
not,  your  warranty  may  be  of  no 
value. 

F.  Use  OH-4  to  review  warranties. 


Read  the  situations  described  below.  Indicate  whether  or 
not  a  contract  has  been  made  and  state  your  reason  why  you 
believe  you  are  right. 


You   go 

cattle 

am   I   bid 

"$2,000". 


to  the  local  livestock  auction.   Ten   head   of 
are  brought  in  and  the  auctioneer  asks,   "What 

Your   neighbor   says, 


for  these  cattle?" 


Garfield   says   to  Oggie,  ' 
dinner   for  $2.00."   Oggie 
money.   I'll  take  it." 


I  m  going 
replies,  ' 


to 
OK, 


sell 
here 


you 
is 


my 
the 


Van  s  father  promises  to  give  him  a  new 
graduates  from  school  with  all  a's. 
graduates  he  asks  for  the  car. 


car   if   he 
When   Van 
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Vocabulary  List  and  Terms: 

offer 

acceptance 
mutual  agreement 
consideration 
cosign 


warranty 
contract 
breached 

express  warranty 
implied  warranty 
disclaimer 
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Oll-l 

t          ESSENTIAL  t 

t       ELEMENTS  OF  A  t 

±      LEGAL  CONTRACT  ± 

^                              You  ARE  CONTRACTING  TO  PURCHASE  A  CAR  FROM  A  J^ 

•*^  LOCAL  DEALER  FOR  A  GIVEN  AMOUNT  OF  MONEY.  -^ 

y  A.  The  sales  person  says  he/she  will  sell  you  a  J 

■^                 CAR  FOR  $1200.00.  This  is  an  offer.  -^ 

T  B.  You  sign  an  agreement  to  pay  $2^0  per  month.  "f 

H«»-       This  is  an  acceptance.  -A- 

"T^  C.  The  car  will  be  exchanged  for  the  designated  t" 

nift-          AMOUNT  OF  MONEY.   Th  I S  IS  THE  CONSIDERATION.  ^A»- 

T'  D.  Both  you  and  the  dealer  are  competent.  The  t" 

hA»-       agreement  IS  legal  and  not  against  public  h^h 

A,  E.  The  contract  is  made.  .^ 

•*f'^                          26  -^ 


BY  YOU  IS  CLEARLY  STATED,  AND 


OH-2 

t  WHEN  COMPLETING  t 

X  CONTRACTS  X 

■«<A|i.  *''  SIGN  A  CONTRACT  WITH  BLANK  SPACES,  -i^H- 

"^  **  SIGN  A  CONTRACT  TO  GET  RID  OF  AN  IRRITATING  '^It" 

1^  SALESPERSON.  A,, 

■^  **  SIGN  A  CONTRACT  UNLESS  ALL  PROMISES  ARE  INCLUDED  "^" 

Jj^  IN  WRITING  AND  THE  TOTAL  AMOUNT  OF  MONEY  TO  BE  PAID  ^. 

T  RY     Ynil     I?;     n  FflRI  Y     c;TATPn.     AMn                                                                                              ' 


1 


CONSUMER  OFFICE  IF  YOU  HAVE  DOUBTS.  -f^- 


jL       "-  SIGN  A  CONTRACT  UNLESS  YOU  READ  AND  UNDERSTAND  EVERY-     X^ 
f  THING,   You  MAY  WANT  TO  TAKE  IT  TO  A  LAWYER  OR  » 

H«H- -fW^  H»v -ffAn- -f4^ -^A^ 


OH-3 
■A.  ^  A.  JL.  .a.  ^  jL  u^  .jX.  jL  ^  JL  JL  .a.  jL  jL  jIt  JL  A 

t     WHAT  DOES  A  FULL     t 
X     WARRANTY  MEAN?     t 

1. 


-♦iBh- 


4 


.^      1.   A  DEFECTIVE  PRODUCT  WILL  BE  FIXED  OR  REPLACED  FREE,     .^ 
INCLUDING  REflOVAL  AND  REINSTALLATION,  IF  NECESSARY,       ' 


r 

A. 


2.  The  consumer  will  not  have  to  do  anything  unreasonalbe  ^ 
to  get  the  warranty  service  (such  as  shipping  the 
x        item  to  the  factory).  1 

X     3.  The  PRODUCT  v/ill  be  fixed  within  a  reasonable  time     *^ 

T"        after  you  present  your  complaint.  r" 

■*y^     ^.  If  AN  item  can't  be  fixed  after  a  reasonable  number  '"j^ 

.^       OF  attempts,  the  consumer  is  entitled  to  a  refund  ,^ 

y^        or  A  replacement.  I^ 

■'Y^  28  •^s^'- 

J  I 

•^Y^  h4^  H^ -^ -f^H- -fA*- -fiftf.  hAi- -^ 


oii-a 


1 
^ 


t  THINGS  TO  t 

X  REMEMBER  ABOUT  X 

t  WARRANTIES  t 

A  1.   liOT  ALL  WARRANTIES  ARE  THE  SAME  SO  CHECK  THEM  ALL  X_ 

T*"  WHEN  DOING  COMPARISON  SHOPPING.  J" 

^  4- 

"T  2.   1;HEN  YOU  LOOK  AT  A  WARRANTY  CONSIDER  HOW  LONG  IT  f 

Jj^  LASTS  (duration);  THE  SCOPE  (WHAT  PARTS  IF  COVERS);  -fSti- 

T  AND  THE  REMEDY  (WHAT  DO  YOU  GET  AND  WHAT  MUST  YOU  jk 

■^  DO  TO  GET  THE  REMEDY).  T 

■ml*-  "^ 

•^  3.  Check  your  state  law  to  determine  if  you  have  rights  '^ 

i^  that  are  not  in  the  warranty.  a^ 

•^  ■                        .  "^ 

t  t 

-At-  ^^  "4^ 

-tflK- -*»»- H*»- -fY»- "4^  4*"  T*"  T^ 


FAMILY  LAW  ADULT  UNITS 


Un j  t :   Consumer  Law 

Lesson  No. 5:   Use  Credit  Wisely 

Need; 

Very  few  individuals  or  families  can  get  along  today 
without  using  credit  at  some  point  in  time.  Many  people 
realize  after  it  is  almost  too  late  that  they  have  over 
extended  themselves  on  credit.  Others  are  attracted  by 
the  lure  of  the  "buy  now,  pay  later"  syndrome.  The 
problem  is  not  credit  but  the  manner  in  which  people  use 
it. 

References ; 

Arbetman,  McMahon  &  O'Brien,  (1980),  Street  Law;  A  Course 
in  Practical  Law,  (2nd  Ed.),  west  Publishing  Company, 
St.  Paul,  Minnesota. 

Furlong  and  McMahon,  (1982),  Consumer  Law;  Competencies  in 
Law  and  Citizenship,  West  Publishing  Company,  St.  Paul, 
Minnesota . 


Lesson  Objectives; 

-1 "-* ■ 

After   successfully  completing  this  lesson  and   the   activities 
associated  with  it,  a  student  will  be  able  to; 

a.  Describe  the  advantages  and  disadvantages  of  using  credit. 

b.  Calculate  the  actual  costs  of  using  credit. 

c.  Describe  how  to  obtain  credit. 

d.  Identify  situations  in  which  credit  could  be  used  wisely. 

e.  Identify   situations  in  which  a  consumer  can  be  denied   the 
use  of  credit. 

f.  List  precautions  that  should  be  followed  in  using  a   credit 
card. 

Interest  Approach : 

Show  the  class  a  credit  card  and  a  $20  bill.  Ask  them  to 
indicate  which  they  would  rather  have  and  why.  Direct  the 
discussion  toward  the  use  of  credit. 
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What  types  of  credit  are      A.  There  are  two  general  types 
available?  of  credit. 

1.  Unsecured  credit 

a)  Using  credit  based  on  a 
promise  to  repay  in  the 
future . 

b)  A  credit  card  and  store 
charge  account  are 
examples  of  unsecured 
credit . 

2.  Secured  credit 

a)  The  consumer  puts  up  some 
kind  of  property  as  pro- 
tection in  the  event  of 
an  unpaid  debt. 

b)  This  type  of  loan  is 
usually  called  a  mortgage. 

Using  credit  cards  and        A.  The  credit  card  or  store  charge 
charge  accounts.  account  allows  a  consumer  to 

buy  goods  or  services  on  credit. 

1.  Some  companies  provide  them 
free  of  charge. 

2.  Some  companies  charge  a 
yearly  fee,  usually  from  15 
to  20  dollars. 

3.  The  consumer  is  assigned  a 
credit  limit. 

4.  Monthly  statements  are  sent 
to  the  consumer. 

5.  If  the  monthly  charge  is  paid 
on  time,  there  is  usually  no 
extra  charge. 

6.  There  is  usually  an  interest 
charge  of  12  to  18%  per  year 
(1  to  1  1/2%  on  the  unpaid 
monthly  balance). 

7.  Review  OH-1  on  how  credit 
card  interest  is  calculated. 

B.  Suppose  you  lose  your  credit 
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Lecture/Discussion 


Procedure  &  Content 

1.  Report  the  loss  immediately. 

2.  For  your  protection,  keep  a 
list  of  credit  cards  with  the 
following  information. 

a)  Name  of  company  issuing 
the  card. 

b)  The  account  number  of  each 
card . 

c)  The  phone  number  to  call 
if  the  card  is  lost  or 
stolen. 


3. 


What  will 
is  lost? 


it  cost  if  a  card 


a)  The  card  holder  is  not 
responsible  for  un- 
authorized charges  after 
notification  that  the 
card  is  missing. 

b)  The  law  limits  the  con- 
sumer's liability  to  $50/ 
card  before  the  company 
is  notified  of  a  lost 
card. 

C.  If  your  credit  card  statement  is 
not  correct,  what  should  you  do? 

1.  The  law  requires  creditors  to 
acknowledge  and  respond  to  a 
written  complaint  within  90 
days . 

2.  You  may  withhold  payment  of 
the  amount  in  dispute  pending 
the  investigation. 

3.  Amount  not  in  dispute  must  be 
paid  as  normally  required. 

4.  The  law  forbids  the  creditor 
from  reporting  the  matter  to 
a  credit  bureau  until  your 
complaint  is  settled. 

5.  Use  OH-2  to  discuss  consumer 
protection  under  the  Fair 
Credit  Billing  Act. 
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Lecture/Discussion 
Who  should  use  credit? 


Procedure  &  Content 


There  is  cost  associated 
with  using  credit. 


A.  Anyone  using  credit  should  ask 
themselves  some  specific  ques- 
tions . 

1.  Is  it  worth  having  an  item 
even  though  you  will  have  to 
pay  more  than  if  you  paid 
cash . 

a)  Most  American  families  are 
seldom  out  of  debt. 

b)  People  who  use  credit 
spend  more  and  buy  more 
often. 

c)  As  a  rule  of  thumb,  con- 
sumers have  too  much  debt 
when  they  spend  m.ore  than 
20%   of  their  take-home 
salary  to  pay  off  debts 
(excluding  mortgages). 

d)  If  one  has  to  skip  a  pay- 
ment to  cover  living 
expenses  they  have  already 
used  too  much  credit. 

A.  A  consumer  should  comparison 
shop  for  credit  just  as  you 
would  shop  for  products  or 
services. 

1.  The  cost  of  credit  includes 
interest  and  finance  charges. 

2.  Always  compare  interest  rates 
against  an  annual  percentage 


B. 


rate, 
Interest  rates  can  vary. 

1.  Each  state  sets  a  limit  on 
the  interest  that  can  be 
charged. 

2.  An  amount  charged  above  the 
interest  allowed  is  called 
usury. 

3.  Lenders  who  charge  higher 
interest  rates  than  allowed 
may  be  liable  for  both  civil 
and  criminal  penalties. 
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Lecture/Discussion 


Procedure  &  Content 


What  are  some  costly 
credit  arrangements  to 
avoid. 


C.  Use  OH-3  to  illustrate  other 
financial  charges  besides   the 
regular  finance  charge. 

A.  Loan  sharking. 

1.  Often  people  in  debt  or  those 
in  a  lower  income  bracket 
fall  prey  to  this  practice. 

2.  Interest  rates  that  are  high 
are  often  illegal. 

3.  The  lender  promises  easy 
credit . 

4.  Also,  appeals  to  those  who 
have  difficulty  obtaining 
credit . 

B.  Balloon  payment. 

1.  The  monthly  payments  are 
often  quite  small. 

2.  The  last  payment  is  much 
larger . 

3.  This  could  cause  a  consumer 
to  miss  a  payment  or  default. 

C.  Acceleration  clause. 

1.  This  financial  agreement  per- 
mits the  creditor  to  call  for 
future  payments  to  be  due 
immediately  if  a  consumer 
misses  a  single  payment. 

D.  Bill  consolidation. 

1.  The  lender  offers  to  cover 
all  bills  with  one  low 
monthly  payment. 

2.  The  practice  matches  the 
loan  payment  to  the  con- 
sumer's income. 

3.  However,  it  may  require  pay- 
ments over  a  longer  period 
of  time. 
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Lecture/Discussion 


Procedure  &  Content 


How  does  "Truth  in 
Lending"  protect  the 
consumer? 


How  do  I  obtain  credit? 


How  can  you  be  denied 
the  use  of  credit? 


4.  The  interest  rate  may  be 
higher . 

5.  In  the  long  run,  the  con- 
sumer often  pays  more. 

6.  Summarize  with  OH-4. 

A.  The  major  purpose  of  this  act 
is  to  require  credit  sellers  to 
tell  consumers  what  the  total 
cost  of  their  purchase  will  be. 

1.  The  creditor  must  give  the 
total  amount  of  interest  in 
dollars  and  cents  and  the 
annual  percentage  rate  (APR). 

2.  Consumer  must  be  given  a  copy 
of  the  contract. 

3.  Consumer  must  be  told  about 
the  rules  and  charges  for 
late  payments. 

4.  Violators  are  subject  to 
civil  and  criminal  penalties. 

5.  Consumers  may  recover  damages 
under  this  act. 

A.  Use  OH-5  to  discuss  what  the 

creditor  will  need  to  know  about 
a  person  before  giving  credit. 

A.  The  creditor  has  the  right  to 
evaluate  a  person's  past  credit 
rating  to  help  determine  if 
credit  should  be  extended. 

1.  The  investigation  may  be  done 
by  the  business  or  the  busi- 
ness may  contact  the  local 
credit  bureau. 

2.  A  poor  credit  report  usually 
means  no  credit. 

3.  If  a  person  has  no  credit 
record,  the  request  for 
credit  may  be  denied. 
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Lecture/Discussion 


Procedure  &  Content 


The  Equal  Credit  Opportunity 
Act  says  the  creditor  must 
inform  the  consumer  about  in- 
formation received  from  a 
credit  bureau. 

If  a  person  finds  out  the 
credit  bureau  has  wrong  in- 
formation, the  bureau  can  be 
required  to  recheck  its  in- 
formation. 


Application: 


Have  the  students  go  to  one  of  the  local  businesses  and 
determine  what  it  would  cost  to  purchase  an  item  using  the 
credit  system  provided  by  the  business.  It  would  be  best 
to  have  them  select  items  that  cost  several  hundred 
dollars.  Also  review  OH-6,  entitled  "Words  of  Wisdom 
About  Using  Credit". 


Vocabulary  List  and  Terms : 


credit 

creditor 

debtor 

principal 

interest 


credit  limit 
periodic  rates 
annual  percentage  rate 
finance  charges 
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OH-1 


4^ 

-fnpi- 
f 


DETERMINING 

CREDIT  CARD 

INTEREST 


Credit  card  interest  rates  are  usually  among  the 
highest  for  obtaining  credit.  although  different  card 
companies  have  a  slightest  different  way  of  determing 
interest,  the  procedure  below  will  help  you  make  a  good 
estimate  of  the  actual  interest  costs. 

Assume  the  interest  rate  is  1^%  per  month 

Multiply  the  balance  owed  by  this  amount 
-example:  $500  x  .015  (1^7o/month)  =  $7.50 

The  $7.50  represents  the  monthly  interest  charge 

The  total  amount  owed  for  the  month  will  be 
APPROXIMATELY  $507.50  ($500.00  +  $7.50) 


-rSh- 
■^^*- 

» 

-S'.irftir- 
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■y'  'y  H^-^^t^-fA,.  lAi  A  .^  M,  M^  -m^--^  ly  •«w»--*i^H4h-HAt--fAT- 


Oli-2 

•'Yi--y--y--»y*--i{|N-Hy-  y  y  y  y  y  -A-  ♦  ^p*  A  •^fe^-^jfen-'^^  4 

X  FAIR  CREDIT  BILLING  X 

^  ACiT  '^ 

■fAt»-  In  order  to  receive  protection  from  this  act^  you  ^A?- 

^  AS  A  consumer  must  PROVIDE  THE  CREDITOR  WITH  CERTAIN  * 

t"  imformation.  "^T^ 

!  1.  You  must  submit  a  written  notice  (no  phone  calls).  ' 

-•»■  -t^H 

,j),  2.  The  written  notice  must  be  received  at  the  ^^ 

y  creditor's  address  as  indicated  on  the  statement  I 

■^  within  60  days  after  receiving  the  first  -^ 

■A.  statement.  i. 

*■  3.  You  must  include  your  name  and  account  number  -^ 

i.  (if  any)  in  the  written  notice.  jl 

-flAt-  4.  You  must  indicate  what  you  believe  to  be  the  -^ 

1  nature  of  the  billing  errors.  * 

.A|.  5.     You  must  state  your  reasons  for  believing  ^A^ 

T  there  is  a  billing  error.  1 

J^  6.  You  must  state  what  you  believe  to  be  the  ^. 

^  AMOUNT  OF  the  ERROR,  | 


OH-3 

t  INTEREST  &  FINANCE  t 

1  CHARGES  MAY  NOT  t 

i  BE  THE  ONLY  COST!  ± 

J  Interest  and  finance  charges  may  not  be  the  only  J 

-^  ADDITIONAL  CHARGES  THAT  WILL  BE  ADDED  TO  THE  BASE  PRICE.  -»^ 

i.  With  certain  types  of  loans,  other  charges  may  be  added  L 

»  SUCH  as:  » 

X  Credit  Property  Insurance:  Insures  the  purchased  _± 

T  ITEM  AGAINST  THEFT  OR  DAMAGE.  "? 

X  Credit  Life  Insurance:  Insures  the  life  of  the  * 

"t"  buyer  in  case  he/she  should  die  during  the  term  "^t*" 

Hfk.  OF  THE  LOAN  CONTRACT.  .A^ 

■^  Service  Charge:  Covers  the  seller's  cost  for  '^' 

.A^,  bookeeping,  sending  bills  and  other  expenses  .^^ 

^  associated  v^iith  handling  the  loan.  J 

■^  -^ 

i.  Penalty  Charges:  Covers  the  seller's  inconvenience  _x 

j"  in  the  case  you  make  early  or  late  payments,  It  "^~ 

■*lfc-  MAY  ALSO  include  COURT  COSTS,  REPOSSESSION  EXPENSES  -lAii- 

X  AND  ATTORNEY  FEES.  1 

■^  39                 '  -'?^- 
■^K-  -*<•»-  -*WH-  -»w-  <w  ■^■^  'W'  HB"  Hwh-  "^W**  -"V*"  ■'W*'  'V"  ■'V^  •^^9*-  ■<*P»-  -*^K-  -^^^  -<*^- 


OH-4 


^^^^^^^^^^^^^^^^^^^. 

4. 

COSTLY  LOAN 

4. 
4. 

4. 

ARRANGEMENTS 

-rmi- 

4^ 

1 

4 

-*^- 

> 

LOA[J  SHARKING 

•''^'' 

4^ 

4 

^ 

BALLOOfJ  PAYflENT 

-?^- 

-*ffl*- 

■^^• 

4 

'*^- 
f 

> 

ACCELERATION  CLAUSE 

.fffc- 

4 

4 

4 

* 

4- 

BILL  C0NS0LIJ3ATI0N 

4 

>^ 

•1®*- 

> 

i^ 

4 

4 

4 

4- 

4 

- 

f 

> 

-f^T- 

> 

4^ 

1 

-•- 

1+0 

-»^-T- 

•^WK- -•1^ -fwH- -^♦^ -♦W^ -iW^  ■<•♦- hAi- Hil^ 


OH-5 

t  HOW  DO  I  OBTAIN  t 

X  CREDIT?  X 

■^  Any  business  that  extends  credit  to  a  consumer  •*©»- 

.^  wants  to  be  reasonably  sure  all  payments  will  be  made  JL 

.  ON  time.  Several  questions  will  be  asked  about  you  as  "» 

■^  A  consumer  before  credit  is  extended  to  you.  -*lfc- 

^  Are  you  a  reliable  person  (e.g.^  do  you  move  or  "x 

-^  change  jobs  frequently)?  ^Ai- 

■^  Do  you  have  a  steady  income  that  is  likely  to  ^«k- 

1  continue  into  the  future?  : 

A  Is  your  income  high  enough  to  enable  you  to  pay  "i 

T  FOR  the  items  likely  to  be  purchased?  -^ 

■^  Do  you  have  a  good  record  in  paying  off  other  -^A*- 

A^  bills  and  loans?  * 

"T"  -4?*- 

1  ■'■wn- 


■  1^ 


PERSONS 

Determine  how  much  debt  you  can  handle  before  you  go 
shopping, 


0f!-6 

■<1|iK- Hi*- -^Bh- H«K- -If^  HWK- H|l^ 

t     WORDS  OF  WISDOM 
X         ABOUT  USING  X 

±  CREDIT  t 


-r^- 


X  Credit  is  not  free,  it  costs  money.   Don't  buy  things  jl 

T  you  can  get  along  well  without  and  that  you  must  buy  »" 

.^  ON  CREDIT.  Don't  fall  victim  to  high  pressure  sales-  -^. 

y  Shop  for  credit  before  you  decide  to  purchase  an  item.  ^ 

■*  If  you  have  any  doubt  about  the  lender,  check  with  the  '^- 

±  local  credit  agencies  to  determine  if  complaints  have  ij,_ 

"f  BEEN  FILED.  » 

A  Read  and  understand  the  entire  loan  contract  before  you  i^ 

T"  make  a  CREDIT  PURCHASE.   Don't  SIGN  ANY  CONTRACT  WHICH  ' 

.^  has  blank  spaces  ON  IT.   AVOID  BALLON  PAYMENTS.  -iAh- 

■^  Always  keep  a  copy  of  the  contract  agreement  in  a  safe  t^ 
PLACE.  Keep  all  of  the  receipts  for  each  payment. 


f  » 
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FAMILY  LAW  ADULT  UNITS 
Unit;   Consumer  Law 
Lesson__No^_6:   When  the  Collection  Agency  Comes  to  Your  Door 


Need 


in  the  event,  for  one  reason  or  another,  a  person  decides 
not  to  pay  a  loan  that  he/she  acquired  it  is  important 
that  one  knows  what  might  happen.  it  is  easy  to  lose 
the  right  to  use  credit  if  one  becomes  careless.  The 
creditors  do  have  rights  that  are  protected  by  law 


References: 

Arbetman,  McMahon  &  O'Brien,  (1980),  Street  Law:  a  Course 

i.n_P£actical_Law,  (2nd  Ed.),  west  Publishing cBIn?rnP7 

St.  Paul,  Minnesota.  't^a^y/ 

Furlong  and  McMahon,  (1982),  Consumer  Law:  Competencies  in 
Minnesotr^^'^^"^^^*^'  West  Publishini~C^pi7i57~st-rpIIiT7 

Lesson  Objectives; 

After   successfully  completing  this  lesson  and   the   activities 
associated  with  it,  a  student  will  be  able  to;       activities 

a.   Describe  what   practices  are  legal  to  use   in  coUectinq 
unpaid  loan  payments.  <-uiieccing 


payme 

e  a 
repay  a 


b.   Describe  a  plan  to  reorganize  one's  budget   in  order   to 
± Odn  • 


Interest  Approach ; 

Assume   the   following   happened   to  a   member   of   the   class 
or  inlgll!'     ''^'"=   ^'°"   '"'  "°"^'  ^^^^'^  ^"^  wrong,  iegli 

l^^lL^^^'f'^ -^  "^^'^  ''^'^  ^""^"^  ^^^  ^iP  stick  Auto  sales  for 
?1,000  and  signed  a  contract  calling  for  monthly  payments 
tor  2  years.  After  paying  $500  he  missed  a  payment 
because  he  had  to  buy  a  set  of  tires.  He  got  up  one 
morning  to  go  to  school  and  found  the  car  was  gone.  Dip 
btick  had  hired  someone  to  come  and  take  the  car  in  the 
middle  of  the  night." 

k3 


Lecture/Discussion 


Procedure  &  Content 


Why  are  loans  turned  over 
to  a  collection  agency? 


What  can  I  do  if  i 
default  on  a  loan? 


How  do  the  collectors 
collect  the  creditor's 
money? 


A.  There  is  always  a  chance  that 
a  person  may  run  short  of 
money  and  miss  making  a  pay- 
ment.  A  consumer  who  is 
unable  or  unwilling  to  pay  a 
debt  is  in  default. 

A.  Consumers  may  default  for 
many  reasons.   Use  OH-1  to 
discuss  some  of  these  reasons. 

A.  The  collectors  have  many  ways 
for  collecting  money  from  those 
who  are  unable  or  unwilling  to 
pay  their  assumed  debts. 

B.  In  the  past,  some  bill  col- 
lectors used  techniques  that 
were  less  than  fair.   Some- 
times, people  even  lost  their 
jobs  and  their  ability  to  pay 
back  the  loan. 

C.  Unsavory  practices  prompted  the 
passing  of  the  Fair  Debt  Col- 
lection Practices  Act  of  1978. 

1.  The  act  protects  a  consumer 
from  unfair  and  abusive  col- 
lection practices. 

2.  The  act  does  not  apply  to 
creditors  collecting  their 
own  debt. 


How  can  the  collection 
process  work? 


3.  The  act  limits  the  col- 
lector's communications  to 
reasonable  times  and  places. 

4.  False  and  misleading  state- 
ments are  prohibited. 

5.  Acts  of  harassment  or  abuse 
are  strictly  prohibited. 

There  are  several  steps  that  are 
usually  followed  in  the  col- 
lection process.  Paying  the  re- 
quired amount  at  any  step  in  the 
process  will  stop  the  collection 
process . 


hk 


Lecture/Discussion 


Procedure  &  Content 


1.  Step  1:   Calls  are  made  and 
letters  are  sent. 

a)  These  contacts  cannot  be- 
come unreasonable  and 
harassing . 

b)  Complaints  should  be  made 
to  the  local  consumer  pro- 
tection agency  or  con- 
sumer council. 

2.  Step  2: 

a)  The  creditor  can  usually 
repossess  or  take  back  the 
collateral. 

b)  Most  states  will  not  allow 
repossession  if  it  in- 
volves violence  or  dis- 
rupts the  peace. 

c)  The  creditor  can  sell  the 
collateral  to  apply  toward 
the  loan  payment. 

d)  The  debtor  is  charged  for 
the  additional  costs. 

e)  The  consumer  can  get  back 
any  amount  of  the  sale 
over  and  above  the  debt 
owed. 

f)  If  the  collateral  does  not 
cover  the  loan,  the  con- 
sumer is  still  held 
accountable  for  the  dif- 
ference . 


3.  Step  3:  Court  action. 

a)  A  creditor  may  sue  a  con- 
sumer as  a  last  resort. 

b)  General  creditors  like  to 
avoid  this  method  because 
of  increased  cost  and  in- 
convenience . 

c)  If  you  receive  a  summons 
to  appear  in  court,  con- 
tact an  attorney  im- 
mediately. 

d)  Avoid  a  default  judgment 
(the  defendant  does  not 
show  up  for  court ) . 

e)  If  a  consumer  cannot 
appear,  the  clerk  of 
court  should  be  asked  to 

^5 


Lecture/Discussion 


Procedure  &  Content 


Application: 


change  the  date  of  the 
trial . 

4.  Step  4:  Garnishment  and 
attachment . 

a)  This  process  is  used  if  a 
consumer  will  not  pay 
after  the  court  judged  in 
favor  of  the  creditor. 

b)  In  this  case  the  creditor 
may  garnish  (withhold)  some 
of  the  consumer 's  wages  to 
pay  the  debt. 

1)  Limit  is  25%  of  take- 
home  pay. 

2)  Welfare  or  social  sec- 
urity checks  cannot  be 
garnished. 

3)  An  employer  cannot  fire 
a  person  who  has  his/ 
her  wages  garnished. 

c)  The  creditor  may  place  an 
attachment  on  the  debtor's 
money  or  property. 

1)  Forces  the  bank  to  pay 
out  of  a  debtor's  bank 
account . 

2)  The  court  can  seize  a 
consumer's  property  and 
sell  it  to  repay  the 
debt . 


Have  the  students  visit  several  local  businesses  to 
determine  what  procedure  they  use  to  attempt  to  collect 
unpaid  debts.  Note:  it  may  be  necessary  for  the  teacher 
to  make  advanced  arrangements  for  the  students. 


Vocabulary  List  and  Terms: 

default 

repossess 

attachment 

garnishment 

collateral 


he 


OH-1 


t  I  DEFAULTED  ON  X 

t  MY  LOAN;  1 

t  NOW  WHAT!  t 

niiH  Any  consumer  can  have  problems  repaying  a  loan.  -^ 

A  particularly  when  the  unexpected  comes  along.  However.  JT 

"X  there  are  some  options  for  the  wise  consumer.  "^ 

J  !•  Study  your  financial  picture  to  determine  where  the  "T" 

■^  problem  arose.  Start  a  strict  budget  if  you  do  not  "^ 

.^  already  have  one.  X 

-^  2.  Notify  your  creditor  in  writing  of  the  problem.  -^ 

1  Ask  for  the  term  of  the  debt  to  be  extended  to  _4_ 

J^  ALLOW  MORE  TIME  AND  SMALLER  MONTHLY  PAYMENTS.  "t 

-i^  Remember,  refinancing  will  result  in  increased  -^ 

^  finance  CHARGES.  ! 

■Mt-  5,  Seek  assistance  and  financial  counseling  from  a  -^ 

A  GOOD  FAMILY  SERVICE  AGENCY  IN  THE  COMMUNITY.  "T 

.^  4.  Seek  assistance  from  friends  or  relatives  to  ^ 

^  reduce  THE  DEBT  TO  A  MANAGEABLE  LEVEL.  ^ 

^  T^ 

^  5.   As  A  LAST  RESORT.  CONSIDER  DEBT  REORGANIZATION  .^ 

^  UNDER  Chapter  XIII  of  the  Federal  Bankruptcy  Law.  [" 

A^  6.  The  last  desirable  option  is  to  declare  voluntary  i. 

J^  BANKRUPTCY.   AlL  ASSETS  EXCEPT  PERSONAL  NECESSITIES  ' 

-^  ARE  ASSEMBLED  AND  SOLD  TO  GO  TOWARD  PAYING  CREDITORS.  -^ 

t * 


hi 


t 


